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The  President's  Budget  and  Policy  Priorities: 

Is  the  Lofty  Rhetoric  Matched  by  Sound  Policies? 


What's  not  to  like  in  the  President's  State  of  the 
Union  message  February  2?  He  spoke  powerfully 
and  passionately  about  preserving  and  advancing 
many  of  the  core  values  that  most  of  us  share. 

He  reiterated  his  commitment  to  advance  liberty  "at 
home  and  around  the  world."  He  spoke  of  helping 
"build  a  better  world  for  our  children  and 
grandchildren,"  calling  on  Congress  to  "be  good 
stewards  of  this  economy  and  renew  the  great 
institutions  upon  which  millions  of  our  fellow 
citizens  rely. . .  to  honor  and  pass  along  the  values 
that  sustain  a  free  society. . .  [and]  to  leave  them  an 
America  that  is  safe  from  danger." 

He  observed  that  "a  society  is  measured  by  how  it 
treats  the  weak  and  vulnerable"  and  that  policies 
must  respect  "human  dignity"  and  reflect 
"compassion"  for  those  who  feel  "isolated  from  the 
opportunities  of  America."  He  said  improving 
education  and  job  training,  making  health  care  more 
affordable  and  accessible,  and  enacting  "a  compre¬ 
hensive  energy  strategy  that  encourages 
conservation,  alternative  sources,  a  modernized 
electricity  grid,  and  more  prodLiction  here  at  home" 
are  keys  to  future  prosperity. 

Around  the  world,  "[tjhe  only  force  powerful 
enough  to  stop  the  rise  of  tyranny  and  terror,  and 
replace  hatred  with  hope,  is  the  force  of  human 
freedom."  He  applauded  the  recent  elections  in 
Afghanistan,  Iraq,  Palestine,  and  the  Ukraine,  saying 
they  were  "landmark  events  in  the  history  of 
liberty."  He  concluded  by  saying  "[wje  are  all  a  part 


o/  -  That's  approximately  the  portion 
/O  of  your  2004  income  taxes  going  to 
pay  for  past  and  current  wars  and  the  military. 
See  explanation  on  page  5. 


of  a  great  venture:  to  extend  the  promise  of  freedom 
in  our  country,  to  renew  the  values  that  sustain  our 
liberty  and  to  spread  the  peace  that  freedom  brings." 

The  President's  words  reflect  many  of  the  core 
values  that  bring  our  nation  together  in  common 
purpose  and  define  the  common  good.  And  that  is 
where  we,  as  concerned  citizens,  must  resume  our 
dialogue  with  the  administration  and  our  members 
of  Congress  as  the  109^*^  Congress  gets  under  way. 
What  are  the  core  values  that  we  share  as  a  nation, 
and  how  can  we  work  together  to  preserv^e  and 
advance  them? 

What  Priorities  Does  the  Budget  Reflect? 

Will  the  President's  budget  and  policy  priorities 
truly  advance  the  peace,  freedom,  liberty,  respect  for 
human  dignity,  compassion,  fairness,  and  equal 
justice  of  which  he  speaks? 

Will  his  budget  priorities  really  "cut  the  deficit  in 
half  by  2009,"  improve  education,  expand  affordable 
health  care,  "strengthen  and  save"  Scxiial  Security, 
"make  America  secure  and  less  dependent  on 
foreign  energy,"  "cut  power  plant  pollution  and 
improve  the  health  of  our  citizens,"  and  make  the 
tax  code  more  "fair  to  all"?  Are  his  policies  the  best 
way  to  "defeat  the  dangers  of  our  time"  and 
eliminate  "the  conditions  that  feed  radicalism  and 
ideologies  of  murder"? 

Has  the  President  identified  the  most  pressing 
challenges  of  our  time,  and  is  he  addressing  them  in 
a  manner  that  is  fully  consistent  with  the  core  values 
that  we  share  as  a  nation? 

Inside  this  issue,  we  will  examine  his  budget 
proposal  asking  these  questions.  We  find  there  is 
much  cause  for  skepticism,  concern,  and  increased 
engagement  with  our  members  of  Congress.  ■ 
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Social  Security: 

What  Is  All  the  Fuss  About? 

Is  the  Social  Security  system  on  the  verge  of  collapse?  The  President 
thinks  so.  In  his  State  of  the  Union  address,  he  said:  "Thirteen  years  from 
now,  in  2018,  Social  Security  will  be  paying  out  more  than  it  takes  in.  Ami 
even/  year  afterward  will  bring  a  new  shortfall,  bigger  than  the  year  before.... 

By  the  year  2042,  the  entire  system  would  he  exhausted  and  bankrupit." 

Is  this  true?  Not  quite.  According  to  the  Social  Security  Administration 
(SSA),  without  changing  a  thing,  the  Social  Security  trust  fund  surplus 
is  expected  to  keep  growing  until  about  2018.  For  example,  this  fiscal 
year  (FY05),  the  trust  fund  is  expected  to  collect  about  $161  billion  more 
through  payroll  taxes  and  earned  interest  than  it  spends,  and  by  the  end 
of  FY05,  the  total  accumulated  surplus  will  be  about  $1.8  trillion. 

This  surplus  cash  is  not  locked  up  in  a  vault  somewhere.  Rather,  the 
government  has  borrowed  it  to  fund  other  programs  and  services.  In 
exchange,  the  trust  fund  holds  government  bonds  backed  by  the  full 
faith  and  credit  of  the  U.S.  government  which  pays  interest  at  market 
rates  to  the  trust  fund  on  the  funds  it  borrows. 

In  about  2018,  trust  fund  expenditures  will  begin  to  exceed  revenue, 
and  the  trust  fund  will  need  to  begin  using  earned  interest  to  cover  the 
revenue  gap.  At  that  time.  Congress  will  need  either  to  raise  taxes,  cut 
spending,  or  borrow  more  money  in  order  to  honor  the  nation's  obliga¬ 
tion  to  the  retirees  who  have  paid  into  the  system.  In  about  2028,  the 
trust  fund  will  need  to  begin  cashing  in  some  of  its  bonds.  It  will  then 
take  until  about  2042  for  the  trust  fund  to  use  up  the  remaining  surplus 
and  accrued  interest.  But  even  then,  revenues  from  payroll  taxes  alone, 
at  current  tax  rates,  will  still  be  able  to  provide  for  about  73  percent  of 
currently  scheduled  benefits. 

Thus,  even  if  Congress  does  nothing  to  strengthen  the  system  between 
now  and  2018  (which  is  unlikely)  or  chooses  to  default  on  the  interest 
and  bonds  from  2018  on  (also  unlikely),  the  system  still  will  be  bringing 
in  sufficient  revenue  to  cover  most  of  the  currently  scheduled  benefits. 
Workers  and  employers  still  will  be  paying  payroll  taxes  into  the  trust 
fund,  and  checks  still  will  be  written  to  beneficiaries.  The  system  will 
not  be  “exhausted  and  bankrupt." 

Should  the  system  be  strengthened  to  close  the  funding  gap  in  the 
future?  You  bet.  Should  Congress  strengthen  the  system  now?  The 
sooner  the  better.  Small,  incremental  changes  now  can  lead  to  signifi¬ 
cant  effects  decades  from  now. 

But  the  President's  proposal  (at  least  the  sketchy  details  he  has  revealed 
so  far)  is  neither  small  nor  incremental;  it  is  radical.  He  proposes  divert¬ 
ing  about  a  third  of  each  person's  current  payroll  taxes  into  private  per¬ 
sonal  accounts.  Individuals  would  then  have  an  option  to  invest  in  a 
selection  of  stock  and  bond  equity  funds. 

(contimicd  on  page  3) 


1 


FCNL  Washington  Newsletter,  March  2005 


Page  3 


To  reduce  future  Social  Security  costs,  the  President 
has  proposed  adjusting  the  way  benefits  are  calculat¬ 
ed  and  grow  over  time  so  as  to  reduce  overall  bene¬ 
fit  levels  decades  from  now  by  about  30  percent.  He 
believes  the  private  accounts  would  provide  greater 
investment  returns  over  the  long  run  than  the  pre¬ 
sent  system,  thus  off-setting  the  reduced  benefits. 

Transition  to  Private  Accounts 
Would  Add  to  the  Debt 

The  President's  proposal  for  private  accounts  would 
be  very  expensive  up  front,  and,  by  diverting  cur¬ 
rent  revenue  from  the  trust  fund,  it  would  actually 
hasten  the  day  when  the  trust  fund  surplus  would 
be  spent.  The  administration  estimates  the  transi¬ 
tion  costs  to  a  new  system  of  private  accounts  would 
be  at  least  $754  billion  over  the  first  10  years  and 
much  more  in  the  decade  following.  Presumably, 
the  government  would  borrow  this,  thus,  adding  to 
the  debt. 

Under  the  present  system,  the  trust  fund  provides 
essential  minimum  income  security  to  everyone  who 
pays  into  the  system  and  their  survivors.  Will  the 
same  hold  true  under  a  system  of  private  personal 
accounts?  What  will  happen  to  retirees  who  have  to 
convert  their  stocks  and  bonds  into  annuities  in  a 
year  when  stock  prices  have  fallen  sharply  as  they 
did  a  few  years  ago?  Will  they  be  assured  a  mini¬ 
mum  income  above  poverty  level?  How  will  this  be 
financed?  Will  a  privatized  system  continue  to  pro¬ 
vide  disability  insurance  for  workers  and  income 
security  for  survivors? 

There  are  many  alternatives  to  private  accounts  that 
show  promise  for  sustaining  the  Social  Security  pro¬ 
gram  decades  into  the  future,  while  preserving  the 
income  security,  equity,  and  insurance  of  the  present 
system. 

The  entire  funding  gap  over  the  next  75  years  could 
be  closed  at  a  cost  of  less  than  two  percent  of  the 
currently  taxable  payroll  (1.897o).  Congress  could 
increase  the  payroll  tax  1.89  percent,  but  this  would 
have  a  disproportionate  impact  on  the  working 
poor.  Instead,  Congress  could  increase  the  portion 
of  total  payroll  that  is  taxable  from  the  current  86 
percent  (taxable  annual  income  is  capped  at  $90,000) 
to  92  percent  (taxable  income  cap  is  raised  to 
$190,000).  This  would  increase  revenue  by  about 
$581  billion  in  the  first  decade  alone.  Other  options 
might  include  gradually  reducing  benefits  for  upper 


income  beneficiaries  or  taxing  all  income  over  the 
current  payroll  cap  by  a  few  percentage  points. 
Congress  should  consider  more  modest  approaches 
such  as  these  before  looking  at  the  President's  radi¬ 
cal  proposal. 

Scxiial  Security  provides  basic  economic  security  for 
everyone  who  contributes.  It  is  there  for  each  of  us 
and  our  dependents  when  we  need  it.  In  2004,  it 
provided  benefits  to  48  million  people,  including 
retirees,  survivors,  and  8  million  people  living  with 
disabilities.  Without  this  basic  income  security,  over 
50  percent  of  women  and  40  percent  of  men  over 
age  65  would  likely  be  living  in  poverty.  Survivor 
benefits  support  more  than  5  million  children. 

For  over  60  years,  the  Social  Security  system  has  pro 
vided  a  foundation  for  a  compassionate  society.  It 
has  demonstrated  the  positive  role  that  government 
can  play  in  advancing  the  common  good.  Future 
generations  deserv^e  nothing  less.  ■ 


Simplify! 

We  call  it  Autogive.  You'll  call  it  "simplicity  in 
giving."  Electronic  transfer  of  your  contribu¬ 
tion  from  your  bank  account  or  credit  card  to 
FCNL  will  save  you  time  and  make  your  dol¬ 
lars  go  further  for  FCNL. 

■  Your  automatic  monthly  gift  will  be 
recorded  on  your  bank  statement,  and 
FCNL  will  send  you  a  year-end  statement 
-  and  a  very  large  "thank  you"! 

■  You  will  no  longer  receive  regular  FCNL 
fund  appeals. 

■  Your  contribution  will  be  spread 
throughout  the  year,  and  save  you  the 
trouble  of  writing  checks. 

■  FCNL  will  receive  steady  income 
throughout  the  year  and  saves  money 
through  less  paperwork  and  postage. 

You  can  start  giving  by  Autogive  with  a  mini¬ 
mum  gift  of  $10  monthly.  To  obtain  more 
information  or  an  application  form,  contact 
Caroline  Slobodzian  at  FCNL  at  202-547-60(X) 
ext.  141.  You  may  also  obtain  an  application 
form  on  the  FCNL  web  site,  www.fcnl.org. 
Click  on  Support  FCNL  Financially,  then  click 
on  the  Autogive  button. 
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77/e  President's  $2.6  Trillion  Budget: 
Fnll  Throttle  Toward  a  Fiscal  Train  Wreck? 


Sc'Ciiritv,  ptMco,  hvedom,  compiissinn,  and  Hscal  dis¬ 
cipline  -  these  are  seme  of  the  \  allies  the  President 
sa\’s  he  w  ants  to  ad\  ance  throiii;h  the  tax,  spending, 
and  policx  priorities  presented  in  his  fiscal  \  ear  2lH)h 
{r\'()('t)  budget  request.  Congress  and  the  American 
people  now  need  to  decide  \\  hether  the  President’s 
priorities  will  truK  ad\  ance  these  \  allies  and  the 
common  good. 


ACT  NOW:  Cui/gn’ss  will  be  Lon^iili'riih.1  the  }M)b  bud- 
get  iv^oliilioit  lluvii^d'^^'d  Ilk'  iiioiitli  of  Miinli.  Pli’ii:^c 
uvihui  Hour  lLyi>hitor>  now.  ihge  llicui  to  roll  buck  the 
tux  eut>  for  the  weulthie>t,  reduce  luilitury  >pendiug, 
u<>ure  thill  the  ueed<  of  the  luo-^t  ouhieruble  uud  dPud- 
ouutuged  will  be  met,  uud  iuir>t  in  urgent  efforts  to 
reduce  lib',  energu  eou>umptiou  uud  greenhouse gu> 
emission'^',  llie  budget  should  not  be  buluneed  on  the 
buek<  of  the  poor  or  future  generution<. 


lo  promote  seciiritx,  peace,  and  treedom,  the  Presi¬ 
dent  has  siiccesstiilK  persuaded  Congress  to 
increase  militarx  spending  bx  41  percent  since  21H11, 
dramaticallx  expand  funding  tor  homeland  securitx 
and  incrivise  spending  on  international  diplomacx, 
aid,  and  dex  elopment.  1  lis  budget  would  continui' 
these  trends  for  the  next  sex  eral  x  ears. 


tionarx  programs  bx'  one  percent,  and  begin  to 
reduce  the  rate  of  grovx  fh  in  spending  for  enfitle- 
ment  programs  such  as  Mi’dicaid  and  food  stamps. 
In  doing  so,  he  sax  s  his  plan  \x  ill  cut  the  annua!  bud 
get  deficit  in  half  bx  lA'lN. 


lo  promote  economic  grow  th  and  w  ell  being,  the 
President  proposes  to  make  permanent  the  tempo- 
rarx  tax  cuts  enacted  in  2lH)l  and  2lH1.i  and  enact  fur 
ther  tax  cuts.  1  le  xx  ould  also  siibstantiallx  cut  or 
eliminate  13P  non-securitx  domestic  programs, 
reduce  oxi'rall  spending  on  the  remaining  discre- 


lo  reflect  conipassion,  the  President  highlights  his 
initiatix  es  to  expand  health  insurance  cox  erage  for 
needx  children,  fight  drug  addiction  and  homeless¬ 
ness  bx  x\  orking  xx  ith  communitx  and  faith-based 


(i  oil  tin  Hi 'd  I VI  pngi  ’  5) 


Total  Proposed  Outlays  in  President's  FY06  Budget  Request 

($2.6  Trillion) 

Note:  "Outiuih"  refers  to  ull  cush 
didmrsenients  to  be  mude  in  1X06 
for  past  und  current  obligutions. 
Includes  trust  funds  for  which  ull 
revenue  und  expenditures  ure 
designuted  bit  luw  for  specific 
purposes.  "Milituri/"  includes  ull 
l\'fense  Dept.,  l.nergi/  Dept., 

221^  Veterans  -  3%  nueleur  weupons  progrunis,  wur 
costs,  internutionul  seeurih/ 
ussistunee  und  inunduton/  spending 
for  inilituiy  retirement  und  heulth 
cure.  “Aii  C  tther"  includes:  science, 
^  Energy.  Natural  spuee,  teehnologi/;  ugrieulture; 

Resources  &  commerce  &  housing  credit: 

C  Environment  -  1%  communitp  &  regionul  development. 

trunsportution;  udministrution  of 
Education.  Training.  &  instice;  generul  government;  less 
Social  Services  -  3%  unddtribnted  offsetting  receipts. 


Net  Interest 
8% 


Social  Security 
22% 


International 
Affairs  - 1% 


All  Other  -  5% 


Income 

Security 

12% 


Medicare 

14% 


Source:  OMH 
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The  President's  $2.6  Trillion  Budget: 
Full  Throttle  Toward  a  Fiscal  Train  Wreck? 


Security,  peace,  freedom,  compassion,  and  fiscal  dis¬ 
cipline  -  these  are  some  of  the  values  the  President 
says  he  wants  to  advance  through  the  tax,  spending, 
and  policy  priorities  presented  in  his  fiscal  year  2006 
(FY06)  budget  request.  Congress  and  the  American 
people  now  need  to  decide  whether  the  President's 
priorities  will  truly  advance  these  values  and  the 
common  good. 

To  promote  security,  peace,  and  freedom,  the  Presi¬ 
dent  has  successfully  persuaded  Congress  to 
increase  military  spending  by  41  percent  since  2001, 
dramatically  expand  funding  for  homeland  security, 
and  increase  spending  on  international  diplomacy, 
aid,  and  development.  His  budget  w'ould  continue 
these  trends  for  the  next  several  years. 

To  promote  economic  growth  and  well  being,  the 
President  proposes  to  make  permanent  the  tempo¬ 
rary  tax  cuts  enacted  in  2001  and  2003  and  enact  fur¬ 
ther  tax  cuts.  He  would  also  substantially  cut  or 
eliminate  150  non-security  domestic  programs, 
reduce  ov^erall  spending  on  the  remaining  discre- 


ACT  NOW:  Congress  will  be  considering  the  FY06  bud¬ 
get  resolution  throughout  the  month  of  March.  Please 
contact  your  legislators  now.  Urge  them  to  roll  back  the 
tax  cuts  for  the  luealthiest,  reduce  militari/  spending, 
assure  that  the  needs  of  the  most  vulnerable  and  disad¬ 
vantaged  will  be  met,  and  invest  in  urgent  efforts  to 
reduce  U.S.  energy  consumption  and  greenhouse  gas 
emissions.  The  budget  should  not  be  balanced  on  the 
backs  of  the  poor  or  future  generations. 


tionary  programs  by  one  percent,  and  begin  to 
reduce  the  rate  of  growth  in  spending  for  entitle¬ 
ment  programs  such  as  Medicaid  and  food  stamps. 

In  doing  so,  he  says  his  plan  will  cut  the  annual  bud¬ 
get  deficit  in  half  by  FY09. 

To  reflect  compassion,  the  President  highlights  his 
initiatives  to  expand  health  insurance  coverage  for 
needy  children,  fight  drug  addiction  and  homeless¬ 
ness  by  working  with  community  and  faith-based 

(continued  on  page  5) 


Net  Interest  - 


Total  Proposed  Outlays  in  President's  FY06  Budget  Request 

($2.6Triltion) 


Note:  "Outlays"  refers  to  all  cash 
disbursements  to  be  made  in  FY06 
for  pmst  and  current  obligations. 
Includes  trust  funds  for  which  all 
revenue  and  expenditures  are 
designated  by  law  for  specific 
purposes.  "Military"  includes  all 
Defense  Dept.,  Energy  Dept., 
nuclear  weapons  programs,  war 
costs,  international  security 
assistance  and  mandatory  spiending 
for  militari/  retirement  and  health 
care.  "All  Other"  includes:  science, 
space,  technology;  agriculture; 
commerce  &  housing  credit; 
community  &  regional  development; 
transfiortation;  administration  of 
justice;  general  government;  less 
undistributed  offsetting  receipts. 
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organizations,  increase  efforts  to  halt  the  HIV/ AIDS 
pandemic  at  home  and  abroad,  and  increase  human¬ 
itarian  aid  around  the  world. 

No  End  to  Deficits  and  Growing  Debt 

The  President  says  that  reducing  the  deficit  is  one  of 
his  top  priorities.  The  White  House  Office  of  Man¬ 
agement  and  Budget  (OMB)  estimates  that  by  FY09, 
the  President's  plan  will  reduce  the  deficit  to  $232 
billion  (1.5%  of  Gross  Domestic  Product  (GDP)).  Yet, 
taking  a  closer  look,  the  President's  tax  and  spend¬ 
ing  plans  appear  to  promise  deficits  and  mounting 
debt  as  far  as  the  eye  can  see,  and  his  budget  omits  a 
number  of  significant  factors  that  promise  to  make 
the  deficits  even  deeper.  Contrary  to  what  he  says, 
the  President  could  be  leading  the  country  toward  a 
fiscal  train  wreck. 

Last  year,  FY04,  the  deficit  hit  an  all-time  high  in 
terms  of  actual  dollars;  the  U.S.  spent  $413  billion 
more  than  it  received  in  revenue.  But  as  a  share  of 
the  economy,  it  was  "only"  3.6  percent — far  "better" 
than  in  the  early  1980s  when  deficits  reached  6.0  per¬ 
cent  of  GDP.  This  year,  the  deficit  is  expected  to  go 
higher  still  to  $427  billion  (3.5%  GDP).  But  then 
OMB  estimates  the  deficit  will  decline  to  $390  billion 
in  FY06  and  continue  declining  through  2010. 

In  fact,  the  deficits  are  and  will  be  much  bigger  than 
that.  The  true  size  of  the  deficits  is  hidden  by  the 
fact  that  payroll  tax  contributions  to  the  Medicare 
and  Social  Security  trust  funds  are  far  exceeding  the 
trust  fund  expenses,  and  the  government  is  using 
the  surpluses  to  make  up  for  other  revenue  shortfalls 
and  pay  for  other  federal  programs.  This  reduces 
the  amount  of  money  that  the  federal  government 
must  borrcw  from  the  public  at  higher  rates.  These 
funds  will  have  to  be  paid  back  to  the  trust  funds, 
with  interest,  when  they  need  it.  (Medicare  will 
need  it  the  soonest.) 

The  real  "federal  funds"  deficits  (taking  away  the 
money  loaned  by  the  trust  fund  surpluses)  are 
expected  to  be  $653  billion  in  FY05,  $657  billion  in 
FY06,  and  $526  billion  by  2010. 

Under  the  President's  plan,  the  gross  accumulated 
federal  debt  is  expected  to  pass  $8.7  trillion  in  FY06 
(67.57<)  of  GDP),  and  gross  interest  on  the  debt  is 
expected  to  exceed  $392  billion.  By  2010,  under  the 

(continued  on  page  6) 


42  Percent 

Tax  day  is  April  15.  Did  you  know  that  about 
427o  of  our  income  taxes  this  year  will  go  for 
military  purposes? 

This  figure  is  computed  based  on  federal  funds 
outlays  in  FY04  of  $1.7  trillion.  The  federal 
funds  budget  includes  spending  for  all  discre¬ 
tionary  programs  (for  which  Congress  appropri¬ 
ates  funds  each  year)  and  for  all  mandatory  pro¬ 
grams  such  as  Medicaid,  food  stamps.  Earned 
Income  Tax  Credit,  and  other  needs-based  pro¬ 
grams  (which  are  paid  for  out  of  general  rev¬ 
enues).  The  federal  funds  budget  does  not 
include  spending  by  trust  funds  such  as  Social 
Security  and  Medicare,  as  these  are  paid  for 
through  separate,  dedicated  payroll  taxes-not 
income  taxes. 

We  estimate  that  in  total  the  U.S.  spent  $715  bil¬ 
lion  in  FY04  for  past,  present,  and  future  mili¬ 
tary  purposes.  This  includes  funding  for  the 
Defense  Department,  Energy  Department 
nuclear  weapons  programs,  military-related 
activities  of  other  agencies,  international  mili¬ 
tary  financing  and  training,  expenses  paid  for 
the  wars  in  Iraq  and  Afghanistan,  mandatory 
spending  for  military  retirement  and  health  care, 
veterans  programs  ($59  billion),  and  the  estimat¬ 
ed  portion  of  interest  paid  on  the  national  debt 
which  can  be  attributed  to  past  wars  and  mili¬ 
tary  spending  ($157  billion). 

Why  do  other  organizations  report  that  a  high¬ 
er  percentage  goes  for  military  purposes?  Most 
likely,  their  calculation  includes  only  "discre¬ 
tionary"  spending,  which  is  roughly  half  of  the 
federal  funds  budget  that  FCNL  analyzes  in  its 
calculation.  Their  pie  leaves  out  lots  of  "manda¬ 
tory"  spending  for  programs  like  interest  on  the 
debt,  Medicaid,  and  food  stamps  for  which  our 
income  taxes  are  also  used.  They  also  leave  out 
mandatory  spending  for  military  retirement  and 
health  care  and  the  portion  of  interest  on  the 
debt  that  can  be  attributed  to  past  wars  and  mil¬ 
itary  spending.  In  short,  they  are  showing  us 
only  about  half  of  what  we  pay  for  with  our 
income  taxes. 
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President's  Budget  (contitnied  from  page  5) 

President's  plan,  the  federal  debt  is  expected  to 
exceed  $11.1  trillion.  ("Gross"  includes  the  total 
owed  to  both  the  public  and  the  trust  funds). 

What  are  the  primary  factors  causing  the  deficits  to 
deepen?  Ov^er  the  past  four  years,  the  federal  govern¬ 
ment  went  from  running  a  surplus  to  running  record 
deficits.  The  economic  recession,  wars,  and  military 
spending  led  to  significantly  increased  spending,  and 
the  recession  and  tax  cuts  led  to  significantly  reduced 
revenue.  Growth  in  spending  for  other  domestic  pro¬ 
grams  was  not  a  significant  contributing  factor. 

The  President  is  committed  to  pursuing  the  ongoing 
wars  and  steadily  increasing  military  spending  for 
the  next  four  years.  (See  chart.)  If  the  President's 
plans  are  enacted  and  the  wars  and  military  occupa¬ 
tions  continue,  the  U.S.  could  spend  as  much  as  $3 
trillion  on  the  military  between  2006  and  2010. 

The  President  is  also  committed  to  making  perma¬ 
nent  his  previously  enacted  tax  cuts,  and  he  is 
requesting  an  additional  $250  billion  in  tax  cuts  in 


FY06.  The  nonpartisan  Congressional  Budget  Office 
(CBO)  estimates  that  permanently  extending  the 
President's  tax  cuts  will  reduce  revenue  by  up  to  $1.9 
trillion  between  2005  and  2014.  The  greatest  impact 
on  revenue  will  be  after  the  President  has  left  office 
in  2010,  when  the  effects  of  the  complete  repeal  of 
the  estate  and  gift  tax  and  other  tax  cuts  will  expand. 

On  top  of  this,  spending  for  essential  entitlement 
programs  is  also  growing  rapidly  as  our  society  ages 
and  will  contribute  increasingly  in  the  years  ahead 
to  the  challenge  of  balancing  the  budget  while  also 
addressing  national  needs.  In  FY06,  outlays  for 
Social  Security  are  expected  to  grow  to  $545  billion 
(a  4.6"/o  increase).  Medicare  outlays  will  jump  to 
$346  billion  (16.9%  increase),  as  the  new  prescription 
benefit  starts.  And,  Medicaid  outlays  will  increase  to 
$193  billion  (up  2.2%). 

Mounting  debt  leads  to  higher  interest  rates  and 
slower  economic  growth.  It  also  means  the  govern¬ 
ment  must  divert  more  revenue  away  from  address¬ 
ing  national  needs  to  pay  interest  on  its  debt.  As  we 
look  ahead  to  the  day  when  Congress  will  have  to 

(continued  on  page  7) 
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President’s  Proposed  Changes 
in  Spending  Priorities,  FY05  -  FY06 

(Budget  Authority;  in  Billions) 


Social 

Security 

5% 


Military 

4% 


Income 

Security 

3% 


Note:  "Budget  authority"  is  the  authority  to  incur  obligations  that  will  result  in  outlays  in  current  or  future  years. 
"Military"  includes  all  Defense  Dept.;  Energx/  Deph.  nuclear  weapmis  pnograms;  FY05  war  sup^plemental  estimate  ($80 
billion);  FY06  war  cost  estimate  ($80  billion);  international  security  assistance;  and  mandatory  spending  for  military 
retirement  and  health  care.  "Non-security  international  affairs"  includes  an  extra  $2  billion  for  FY05  as  per  President's 
emergency  supplemental  request.  "All  Other"  includes:  science,  spiace,  technologi/,  agriculture,  commerce  &  housing 
credit,  community  &  regional  development,  transportation,  administration  of  justice,  and  general  government. 
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President's  Budget  (continued  from  page  6) 

find  new  revenue  to  fully  fund  the  Social  Security 
and  Medicare  programs  (while  also  addressing  other 
national  needs),  the  deficit  and  the  debt  will  become 
increasing  constraints.  Where  will  Congress  find  the 
money? 

Whole  Story  Not  Told  in  Budget 

How  can  Congress  and  the  public  evaluate  the  Presi¬ 
dent's  budget  if  he  has  not  addressed  challenges 
that  are  in  plain  sight  which  will  have  significant 
impacts  on  the  proposal  he  has  put  before  Congress 
and  the  American  people? 

Where  does  the  President  account  for  the  cost  of 
the  ongoing  wars  in  Iraq  and  Afghanistan?  In  his 

"emergency"  spending  request  to  Congress  in  Feb¬ 
ruary,  the  President  asked  Congress  for  another  $63 
billion  to  cover  the  costs  of  the  ongoing  wars.  Just 
last  fall.  Congress  gave  him  $25  billion  for  the  wars. 
Further,  the  administration  says  it  will  seek  more 
"emergency"  war  funding  later  this  year.  Democrats 
on  the  House  Budget  Committee  estimate  the  total 
additional  cost  of  the  war  in  Iraq  alone  could  range 
from  $200  billion  to  $400  billion  over  the  next  10 


years.  The  administration  says  it  is  unable  to  esti¬ 
mate  future  costs,  so  it  did  not  put  these  costs  in  the 
budget.  Yet,  these  costs  will  surely  add  to  future 
deficits. 

Where  does  the  President  account  for  the  cost  of 
his  proposed  changes  to  the  Social  Security  sys¬ 
tem?  The  administration  estimates  the  transition 
costs  to  a  new  system  of  private  accounts  will  be  at 
least  $754  billion  over  the  first  10  years.  Since  nei¬ 
ther  Congress  nor  the  President  seem  inclined  to 
increase  taxes,  they  will  have  to  borrow  this  money, 
deepening  future  deficits.  This  is  not  in  his  budget. 

Where  does  the  President  account  for  the  anticipat¬ 
ed  cost  of  amending  the  Alternative  Minimum  Tax 
(AMT)?  Congress  may  soon  be  forced  to  address 
this  tax  provision,  intended  to  ensure  that  the 
wealthy  pay  at  least  some  taxes,  because  the  number 
of  taxpayers  required  to  pay  the  AMT  soon  will 
jump  from  4  million  to  20  million.  The  CBO  esti¬ 
mates  that  this  fix  could  reduce  currently  projected 
revenue  by  $376  billion  or  more  over  10  years.  If 
changes  are  enacted  without  off-setting  new  taxes  or 
spending  cuts,  the  deficits  will  deepen  further. 

(continued  on  page  8) 
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Source:  OMB 

Note:  Includes  requested  budget  authorih/ for  Defense  Dept.;  Energxf  Dept,  nuclear  weapons  programs;  all  other  militari/- 
related  programs;  mandatorxf  spending  for  militari/  retirement  and  health  care;  international  security  assistance;  and  an 
estimated  $80  billion  per  year  cost  for  ongoing  wars  and  militar\f  occupations  in  2005  and  2006,  and  $60  billion  per  year 
thereafter. 
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Social  Deficits  Deepen  Under  President's  Budget 


Will  the  President's  budget  help  advance  a  society 
that  provides  opportunities  for  each  person  to  fulfill 
her  or  his  potential?  Recent  data  indicate  that  our 
country  has  a  long  way  to  go. 

■  Nearly  36  million  people  in  the  U.S.  live  in 
poverty,  with  15.3  million  living  in  deep  poverty 
(living  on  cash  incomes  of  less  than  half  the 
poverty  level).  Nearly  one  in  five  children  in  the 
U.S.  (17.6%)  live  in  poverty. 

■  Over  51  million  poor  and  elderly  people  rely  on 
Medicaid  for  their  health  and  nursing  home  care, 
and  over  43  million  did  not  have  health 
insurance  for  the  entire  year  in  2002,  according  to 
Families  USA. 

■  The  U.S.  Conference  of  Mayors  reports  that 
hunger  and  homelessness  continued  to  increase 
in  cities  in  2004  despite  improving  economic 
trends.  Many  requests  for  fcx)d  and  shelter  could 
not  be  met  for  lack  of  resources. 

■  More  than  39  million  people,  including  20 
million  children,  live  in  working  poor  families 


where  wage-earners  are  unable  to  earn  enough 
to  rise  above  poverty.  Twenty  percent  of  the  jobs 
in  the  U.S.  pay  less  than  poverty-level  wages  for 
a  family  of  four  (less  than  $9  an  hour),  according 
to  the  Working  Poor  Families  Project. 

■  The  National  Low  Income  Housing  Coalition 
says  the  cost  of  rental  housing  is  beyond  the 
reach  of  many  low-income  households.  A 
worker  must  earn  on  average  $15.37  per  hour 
(almost  three  times  the  minimum  wage)  in  order 
to  afford  rent  and  utilities  for  a  two-bedroom 
apartment  (if  they  are  to  spend  no  more  on 
housing  than  the  federal  standard  of  30  percent 
of  wages).  The  median  hourly  wage  is  less  than 
that  ($14),  and  25  percent  of  the  population  earns 
less  than  $10  an  hour. 

So  what  would  the  President's  budget  do  to  address 
our  nation's  persistent  social  deficit?  He  would 
freeze  or  cut  funding  for:  housing  assistance  for 
many  low-income  families,  the  elderly,  and  the  dis¬ 
abled;  child  care  grants;  community  block  grants; 


President's  Budget  (continued  from  page  1) 

Combined,  these  omissions  could  add  $1  trillion  to 
$2  trillion  to  the  national  debt.  By  omitting  these 
key  features  on  the  fiscal  horizon,  the  President  is 
ignoring  the  fiscal  train  wreck  that  is  fast  approach¬ 
ing,  and  his  omissions  will  make  it  harder  for  Con¬ 
gress  and  the  American  people  to  make  informed 
decisions.  If  the  wars  continue,  if  the  President's 
Social  Security  plan  is  enacted,  if  the  AMT  is 
repealed,  and  if  Congress  and  the  President  do  noth¬ 
ing  to  bring  revenue  and  spending  back  into  balance 
today,  then  the  costs  of  today's  unbalanced  budget 
will  be  shifted  to  our  children  and  grandchildren. 
From  the  standpoint  of  providing  compassionate 
care  for  our  aging  population  in  the  future  and  fair¬ 
ness  across  generations,  the  deficit  and  the  debt  are 
urgent  challenges  that  Congress  must  address  soon. 

VV/iflf  Should  Congress  Do  First? 

Perhaps  the  most  effective  first  step  Congress 
could  take  to  advance  fairness  and  equity  would 
be  to  repeal  the  tax  cuts  that  primarily  benefit  the 
highest  income  households.  The  vast  majority  of 


the  recently  enacted  tax  cut  benefits  have  gone  to 
the  wealthiest  taxpayers.  This  makes  sense,  as 
they  pay  the  most  taxes.  But  these  are  also  the 
people  who  have  prospered  the  most  in  recent 
years,  and  thus,  they  are  better  able  to  forego  these 
benefits.  Congress  should  consider  restoring  the 
28‘’/(),  31%,  36%,  and  39.6%  marginal  income  tax 
rates,  the  20%  tax  rate  on  capital  gains  and  divi¬ 
dends  for  upper-income  households,  and  the  estate 
and  gift  tax  to  previous  rates. 

The  second  step  Congress  could  take  would  be  to 
rein  in  runaway  military  spending  and  begin 
seriously  discussing  when  and  how  to  bring  these 
wars  and  military  occupations  to  rapid  and  just 
conclusions.  Global  military  supremacy,  new 
nuclear  weapons,  missile  shields,  and  other  costly 
weapon  systems  are  no  way  to  advance  peace  and 
security.  Being  the  world's  bully  only  creates  more 
enemies  and  makes  the  U.S.  a  bigger  target. 
Reducing  military  spending  can  help  reduce  the 
deficit  and  make  more  resources  available  to 
advance  smarter,  cheaper,  cooperative,  nonviolent 
approaches  to  security  and  to  address  other,  more 
pressing  national  needs.  ■ 
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Social  Deficits  (continued  from  page  8) 

low-income  energy  assistance;  and  dozens  of  educa¬ 
tion  and  job  training  programs.  Funding  for  Medic¬ 
aid  and  Food  Stamps  would  continue  to  increase,  if 
the  President's  plan  is  enacted,  but  at  a  slower  rate, 
making  the  programs  unable  to  meet  future  rising 
demand. 

The  President  has  not  said  how  he  plans  to  cut 
spending  beyond  FY06.  However,  given  his  already 
announced  plans  to  increase  spending  in  the  years 

Oil  Dependency,  Climate 

Overall,  the  level  of  national  effort  that  President 
Bush's  budget  proposes  to  address  U.S.  oil  depen¬ 
dence  and  global  climate  change  is  insignificant 
when  prepared  to  the  challenges  posed  by  these 
issues. 

The  U.S.  is  the  leading  emitter  of  greenhouse  gases, 
releasing  more  than  20  percent  of  the  global  total. 

The  U.S.  emits  about  6.6  tonnes  of  carbon  equivalent 
per  person  per  year,  compared  to  1.1  for  China  (the 
second  largest  emitter),  and  2.8  for  the  European 
Union  (the  third  largest). 

A  four-year  international  study,  released  in  Novem¬ 
ber,  concluded  that  greenhouse  gas  emissions  are 
contributing  directly  to  the  thawing  of  the  Arctic 
tundra  and  ice  mass.  Scientists  now  are  seeing  signs 
that  the  Antarctic  ice  mass  is  beginning  to  melt  as 
well.  The  melting  ice  could  soon  lead  to  sea  level 
rises  of  several  meters,  threatening  shoreline  com¬ 
munities  and  vital  estuarine  and  marine  ecosystems 
around  the  world. 

Biological  diversity  the  world  over  is  already  under 
assault  from  habitat  destruction  and  human 
encroachment.  The  Wildlife  Society,  in  a  comprehen¬ 
sive  survey  of  the  scientific  literature,  reports  that 
"global  warming  presents  a  profound  threat  to 
wildlife  as  we  know  it  in  this  country."  The  loss  of 
habitat  and  migratory  corridors  may  prevent  many 
species  from  migrating.  Diseases  and  parasites  from 
warmer  climates  could  devastate  northern  species 
and  ecosystems. 

A  recently  released  study  from  the  UK  suggests  that 
global  warming  may  increase  temperatures  twice  as 
much  as  previously  thought.  The  15  hottest  years  on 
record  have  occurred  since  1980.  One  of  the  Oxford 


ahead  for  the  military  and  homeland  security,  it  is 
assumed  that  most  future  cuts  will  come  from  non¬ 
security,  domestic  discretionary  programs.  If  this  is 
true,  the  Center  on  Budget  and  Policy  Priorities  esti¬ 
mates  that  by  2010,  the  budgets  for  these  programs 
will  be  16  percent  less  on  average  than  today  or  $66 
billion  below  the  level  of  current  services,  when 
adjusted  for  inflation.  In  short,  the  President  will  be 
reducing  the  deficit  primarily  by  cutting  programs 
that  serve  the  most  vulnerable  and  disadvantaged 
and  other  domestic  priorities.  ■ 


Change  Largely  Ignored 

scientists  who  conducted  the  study  concluded  "the 
danger  zone  is  not  something  we  are  going  to  reach 
in  the  middle  of  the  century;  we  are  in  it  now." 

The  President's  budget  would  provide  tax  credits  for 
residential  solar  energy  systems,  for  electricity  pro¬ 
duction  from  wind,  biomass,  and  landfill  gas,  and 
for  the  purchase  of  hybrid  and  fuel  cell  vehicles.  He 
would  increase  funding  for  hydrogen  fuel  cell  and 
wind  power  research  and  development.  But  the 
same  budget  would  cut  funding  for  other  renewable 
energy  programs,  energy  conservation,  energy  effi¬ 
ciency  programs,  and  most  other  environmental  pro¬ 
grams  and  agencies. 

The  President  would  increase  funding  for  nuclear 
power  and  "clean  coal"  technology,  and  his  budget 
anticipates  $2.4  billion  in  revenue  from  the  sale  of  oil 
and  gas  leases  in  the  Arctic  National  Wildlife  Refuge, 
which  he  is  continuing  to  urge  Congress  to  open  to 
exploration. 

The  President  has  been  unwilling  to  support  manda¬ 
tory  reductions  in  greenhouse  gas  emissions  or  to 
take  significant  steps  to  reduce  U.S.  oil  dependence. 
Instead,  he  favors  voluntary  initiatives,  technology 
development,  and  expanding  domestic  production 
of  all  sources  of  energy.  He  would  open  public 
lands  to  energy  production  and  reduce  environmen¬ 
tal  regulations  that  affect  energy  production.  ■ 


WAR  IS  NOT  THE  ANSWER 
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International  Affairs  Budget:  When  More  Is  Less 


President  Bush's  fiscal  year  2006  (FY06)  budget  pro¬ 
posal  suggests  that  the  administration  wants  to  com¬ 
mit  more  to  diplomatic  initiatives  and  foreign  assis¬ 
tance.  The  President  is  asking  for  a  22.5%  percent 
increase  in  the  line  item  for  international  affairs  in 
FY06,  or  a  boost  of  $5.8  billion  (total  budget  authority). 

This  compares  to  only  a  4.2  percent  increase  in  bud¬ 
get  authority  for  the  "national  defense"  account, 
which  includes  nuclear  weapons  programs  in  the 
Energy  Department  and  other  military-related  activi¬ 
ties.  However,  in  actual  dollars,  the  two  accounts 
remain  grossly  disproportionate  with  $441.8  billion 
requested  for  the  military  (up  by  $18.2  billion  from 
FY05)  compared  with  a  total  of  $31.7  billion  for 
"international  affairs."  And  significantly,  the  FY06 
budget  request  has  absolutely  no  money  for  prose¬ 
cuting  the  wars  in  Iraq  and  Afghanistan — ^just  as  the 
FY05  budget  did  not.  That  is  why  the  President  on 
February  14  had  to  ask  for  $81.9  in  supplemental 
spending  for  the  current  fiscal  year  (FY05),  primarily 
to  fund  these  wars. 


But  is  the  $31.7  billion  in  the  international  affairs 
account  a  true  measure  of  what  most  people  would 
call  foreign  assistance?  This  account  traditionally  has 
contained  military  as  well  as  non-military  line  items. 
The  account  includes  "international  security  assis¬ 
tance" — military  training,  equipment,  and  financing 
for  U.S.  military  allies  and  strategic  partners.  The 
requested  budget  authority  for  this  sub-account  in 
FY06  is  $8.1  billion,  an  increase  of  nearly  $650  million 
over  FY05. 

Listing  this  money  as  military  spending — where  it  real¬ 
ly  belongs — raises  proposed  FY06  military  budget 
authority  to  $449.9  billion  and  reduces  non-military 
foreign  affairs  spending  to  $23.6  billion.  Of  this,  the 
Bush  FY06  budget  calls  for  only  $14.2  billion  for 
development  and  humanitarian  aid — programs 
designed  to  address  the  root  causes  of  deadly  con¬ 
flict.  That's  a  mere  3.2  percent  of  the  budget's  pro¬ 
posed  FY06  military  spending.  ■ 


Native  Leaders  Cooperate.  Will  Congress? 


Native  American  organizations  this  year  for  the  first 
time  presented  a  comprehensive  budget  request 
package  to  the  media  and  the  Congress  in  February. 
This  integrated  proposal  provides  an  alternative  to 
the  administration  budget  and  offers  an  across-the- 
board  view  of  human  needs  and  economic  develop¬ 
ment  possibilities  in  Indian  Country. 

Like  any  other  community,  tribal  communities  need 
safe  roads,  excellent  schools,  decent  housing,  tele¬ 
phones,  and  much  more,  but  these  are  distant  goals 
rather  than  realities  for  destitute  tribes. 

In  the  past,  the  single  issue  organizations  which  focus 
on  such  concerns  as  tribal  courts,  the  environment,  or 
Indian  elders,  advocated  on  their  own  with  appropri- 
ators  and  budget  committee  members.  Wisely,  over 
the  past  months,  18  organizations  worked  in  conjunc¬ 
tion  with  the  National  Congress  of  American  Indians 
(NCAI)  on  a  unified  tribal  budget  strategy  action 
plan  and  now  plan  joint  efforts  to  influence  Congress. 

If  the  administration  prevails,  cuts  will  be  made  in 
many  domestic  programs;  the  impact  will  be  most 
keenly  felt  in  traditionally  underfunded  programs 


such  as  those  for  Native  Americans.  Ccxiperation 
among  tribal  organizations,  as  well  as  support  from 
non-native  allies,  will  be  critical  in  protecting  Indian 
Country.  The  Wliite  House  has  recommended  $108.2 
million  less  for  the  Bureau  of  Indian  Affairs  than  the 
amount  enacted  in  FY05.  The  Indian  Health  Service 
fared  better  except  for  construction  funds  which  were 
drastically  cut.  Community  development  programs 
are  being  reorganized  which  translates  into  deep  cuts 
for  Indian  housing  and  infrastructure.  Education  cuts 
will  hurt  tribally  controlled  community  colleges,  pro¬ 
grams  for  Native  Hawaiians  and  Alaska  Natives,  and 
school  construction. 

In  response  to  outcries  and  pleas  from  native  groups 
and  their  allies,  the  White  House  did  include  money 
to  upgrade  Third  World  conditions  in  tribal  operated 
jails  and  detention  facilities  and  to  address  the  enor¬ 
mous  probate  (inheritance  settlement)  backlog  in 
Indian  Country.  Members  of  Congress  can  decide  to 
restore  or  increase  funds;  they  need  to  hear  from  con¬ 
cerned  constituents. 

LEARN  MORE:  Read  NCAI's  examination  of  Presi¬ 
dent  Bush's  budget  at  www.ncai.org.  ■ 
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Funds  for  New  Nukes,  Missile  Shield  in  Budget 


Last  fall  FCNL  and  the  nuclear  disarmament  com¬ 
munity  celebrated  when  Congress  eliminated  funds 
for  new  nuclear  weapons.  But  the  victory  proved 
short-lived.  The  Bush  administration  has  renewed 
its  push  for  funding  to  develop  a  “bunker  buster" 
nuclear  bomb. 

The  administration  is  asking  for  $4  million  in  the 
Energy  Department  budget  for  FY06  as  well  as 
another  $14  million  in  FY07  to  develop  this  new 
bomb.  This  weapon,  also  known  as  the  “Robust 
Nuclear  Earth  Penetrator,"  would  burrow  into  the 
ground  before  exploding  in  order  to  destroy  below- 
surface  targets.  The  administration  is  also  asking  for 
$4.5  million  in  the  Air  Force  budget  to  do  non¬ 
nuclear  tests  to  evaluate  the  bunker  buster. 

The  United  States  is  expanding  its  nuclear  arsenal 
even  as  it  demands  that  others  forego  a  nuclear 
capability.  This  new  weapon  could  significantly 
undermine  the  Nuclear  Non-Proliferation  Treaty. 

In  addition  to  funds  for  the  bunker  buster,  the 
administration  is  asking  for  $9  million  to  continue  a 
program  begun  in  FY05  to  develop  a  “Reliable 
Replacement  Warhead."  This  program  considers  the 


Iraq's  Future  (continued  from  page  12) 

attacking  the  coalition  forces.  Should  any  of  these 
factions  feel  the  transitional  government  is  deliber¬ 
ately  ignoring  its  demands  or  curtailing  legitimate 
dissent,  it  could  reconstitute  its  fighters,  thereby  cre¬ 
ating  a  new  and  very  different  rationale  for  violence: 
disenfranchisement. 

March  20  is  the  two-year  anniversary  of  the  U.S. 
invasion  of  Iraq  and  as  such  an  appropriate  time  to 
review  what  has  been  accomplished.  On  March  20, 
2003,  President  Bush's  48-hour  ultimatum  to  Saddam 
Hussein  having  expired,  the  first  missiles  hit  Bagh¬ 
dad  in  a  war  designed  to  topple  Saddam's  regime. 
The  war  subsequently  was  justified  as  improving 
U.S.  national  security  by  introducing  democracy  into 
the  heart  of  the  Middle  East. 

But  this  is  not  the  first  time  the  U.S.  has  launched  a 
war  to  promote  democracy.  March  20  was  signifi¬ 
cant  for  another  “war"  president,  one  admired  by 
President  Bush  for  his  dedication  to  democracy.  On 
March  20, 1917,  Woodrow  Wilson's  cabinet  advised 


possibility  of  replacing  the  current  U.S.  nuclear  arse¬ 
nal  with  “mc')re  reliable"  warheads  that  would  have 
a  longer  shelf-life.  Such  a  program,  if  continued 
beyond  the  planning  stage,  would  result  in  millions 
of  dollars  in  new  spending.  And  despite  the  admin¬ 
istration's  intent  to  conduct  the  program  without 
nuclear  testing,  in  the  long-run  the  program  could 
lead  to  testing  in  order  to  ensure  that  the  new  design 
works. 

Finally,  while  the  administration  requested  less 
money  for  the  national  missile  shield  than  it  did  in 
FY05,  this  bloated  program  is  still  over-budget  and 
behind  schedule.  At  $9.6  billion,  the  missile  shield 
program  is  the  largest  single  weapons  program  in 
the  military  budget.  Yet  in  the  most  recent  test  con¬ 
ducted  in  February,  the  intercepting  missile  once 
again  failed  to  launch. 

FCNL  will  continue  to  oppose  these  misguided  bud¬ 
get  policies  through  the  active  involvement  of  its 
constituents.  Find  out  more  and  take  action  at  our 
web  site,  www.fcnl.org,  by  clicking  on  "Nuclear 
Weapons."  ■ 


him  to  enter  World  War  I  against  Germany  in  the 
first  U.S.  war  to  save  democracy.  By  war's  end,  three 
empires  had  undergone  “regime  change":  Germany, 
Austria-Hungary,  and  Russia. 

Talk  of  civil  war  in  Iraq  has  diminished  somewhat. 
Nonetheless,  the  country  confronts  challenges  simi¬ 
lar  to  those  that  undercut  the  post- World  War  I  Ger¬ 
man  Weimar  Republic:  incipient  secession,  politically 
induced  violence,  and  devastating  economic  pres¬ 
sures.  After  World  War  I,  the  victors'  economic 
demands  were  the  problem. 

In  Iraq,  the  U.S.  can  be  at  least  part  of  the  solution  by 
turning  over  to  the  transitional  government  the  con¬ 
trol  of  funds  for  rebuilding  Iraq  and  rejuvenating 
Iraq's  economy.  Contracts  issued  by  the  U.S.  and  its 
allies  should  be  open  to  new  bidding  that  includes 
opportunities  for  Iraqi  companies  to  participate. 
Transparency  and  accountability  would  be  the 
responsibility  of  the  UN  in  an  oversight  role. 

With  the  race  with  time  already  begun,  the  least  the 
U.S.  can  do  is  to  remove  the  hurdles  of  occupation.  ■ 
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Iraq's  Future  Two  Years  After 


Two  years  after  the  U.S.  invasion,  Iraq  is  in  a  race 
with  time.  It  is  a  contest,  not  of  its  choosing,  against 
individual  death  and  national  disintegration. 

One  important  consequence  of  the  January  30  elec¬ 
tion  in  Iraq  could  be  that  those  who  are  fighting  to 
drive  foreign  cKcupation  forces  from  their  land  sus¬ 
pend  their  violence  to  give  the  new  government  time 
to  begin  to  exercise  sovereignty  over  Iraq's  affairs. 

But  the  refusal  of  the  Bush  administration  to  make  a 
clear,  formal  statement  that  United  States  policy  is  to 
withdraw  all  military  forces  from  Iraq  and  to  retain 
no  military  bases  in  Iraq  has  made  the  work  of  those 
Iraqis  advocating  for  peace  more  difficult.  This  is  a 
message  that  thousands  of  people  who  work  with 
FCNL  have  been  sending  to  Congress  this  year. 

Many  Iraqis  still  believe  the  U.S.  has  imperial  ambi¬ 
tions  in  their  country,  and  the  lack  of  a  clear, 
unequivocal  declaration  that  the  U.S.  plans  to  with¬ 
draw  frc3m  Iraq  has  fueled  these  suspicions. 

Iraq  today  is  at  a  crossroads.  In  January,  Iraqis 
chose  275  delegates  to  a  new  national  assembly  that 
formed  a  transitional  government  and  a  constitu¬ 
tional  drafting  committee.  The  hope  is  that  vio¬ 
lence  will  decrease  over  the  rest  of  2005  as  more 
and  more  Iraqis  come  to  believe  their  interests  lie  in 
an  Iraq  that  is  completely  sovereign  politically  and 
economically. 


ACT  NOW:  The  Congress  will  be  debating  the  Presi¬ 
dent's  request  for  additional  funding  for  the  war  in  Iraq  in 
March  and  April.  Urge  your  members  of  Congress  to 
attach  a  simple  statement  to  the  request  for  additional 
funding  for  the  war  in  Iraq  stating:  "It  is  the  policy  of  the 
United  States  to  withdraw  all  military  troops  and  bases 
from  Iraq. "  For  more  information  see  the  FCNL  web  site 
at  wwzv.fcnl.org/iraq 

For  this  to  be  the  outcome,  the  transitional  govern¬ 
ment  and  constitutional  committee  must  be  perceived 
as  unifying  forces.  This  may  be  difficult,  for  of  the  111 
slates  of  candidates  for  the  national  assembly,  three 
dominated  the  ballot.  The  challenge  before  the  win¬ 
ners,  as  they  bargain  for  positions  of  governance,  is  to 
include  those  ethnic,  tribal,  and  religious  groups  that 
are  not  within  the  circle  of  big  winners.  Parochialism 
at  this  point  would  only  perpetuate  current — and 
quite  possibly  create  new — societal  fissures. 

Fissures  in  a  society  awash  in  weapons  will  lead  to 
more  violence.  This  situation  is  further  complicated 
because  Iraq  is  also  a  country  in  which  many  politi¬ 
cal  organizations  had — and  some  still  could  reconsti¬ 
tute — private  militias  first  formed  to  harass  Saddam 
Hussein's  security  apparatus. 

As  exiled  leaders  flowed  back  into  Iraq  on  the  heels 
of  the  U.S.  invasion,  these  militias  emerged  with 
some — notably  Moqtada  Sadr's  Mahdi  army — even 

(continued  on  page  11) 
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